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IMPACTS OF CALIFORNIA’S MEDICAL INJURY

COMPENSATION REFORM ACT (MICRA) AND SIMILAR
LAWS (Agenda Item #6, August 7, 2012)

Mitchell H. Katz, M.D., Director

Research suggests that MICRA, and laws in other states which place limits
on non-economic damages in malpractice awards, have affected malpractice
cases and health care in several ways. Overall, we believe that MICRA is
beneficial to patients and access to care.

Slower growth of malpractice premium rates — Although changes in
malpractice premium rates occur due to a wide variety of factors, several
studies indicate that caps on non-economic damages have a mitigating effect
on rate increases. For example, a 2003 General Accounting Office (GAQ)
report found that in 2001-2002, average premium rates rose 10% in states
with non-economic damage caps of $250,000, compared with a 29% increase
in states with limited reforms.” Another study found that between 1995 and
2001, malpractice premiums were 17% lower in states capping malpractice
payments.?

Preserve availability of physicians — Because limitations on malpractice
damages appear to limit malpractice premiums, it is believed that physicians,
particularly those in high-risk specialties, are more likely to stay in practice in
states with damage award caps. One study in the Journal of the American
Medical Association found that states adopting “direct reforms,” such as non-
economic damage caps, experienced increased physician supply of 3.3%
three years after adoption, with greater gains occurring for some “high-risk”
specialties, such as emergency medicine and anesthesiology.® Another
study of county-level data from 1985-2000 found that counties in states with a
cap on non-economic damages had 2.2% more physicians per capita, and
rural counties in states with a cap had 3.2% more physicians per capita. Rural
counties in states with a $250,000 cap had 5.4% more obstetrician-
gynecologists and 5.5% more surgical specialists per capita than did rural
counties in states with a cap above $250,000.*
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Reduced cost of care — Laws limiting malpractice awards may also reduce the cost of “defensive
medicine,” physicians ordering more tests than necessary, or avoiding high-risk patients/procedures,
to protect against costly malpractice claims. Defensive medicine is difficult to evaluate because it is
difficult to identify and measure. However, some studies have suggested a reduced cost of health
care in states that cap damages. For example, one analysis of state health care expenditures
indicated that spending per resident is 3-4% Iower in states that cap non-economic damages, versus
states that don’t place limits on these damages.> Another study found that health care expenditures
for Medicare patients with acute myocardial infarction and ischemic heart disease were 5.3% lower
and 9% lower, respectively, in states with laws directly limiting damage payments, without significant
differences in outcomes for patients.®

Reduced attornev s fees — A study of medical malpractice verdicts from 1995 to 1999 by the Rand
Corporation’ indicates that MICRA resulted in a 60% reduction overall of attorney fees in medical
malpractice cases studied. This helps to ensure that more of the award goes to plaintiffs. Critics of
MICRA assert that these reduced fees may have a negative impact on the ability of some plaintiffs
with legitimate claims to get quality legal representation. However, at this time there does not appear
to be evidence to support or refute this claim.

SUMMARY

We believe that MICRA, in particular its $250,000 cap on non-economic damage awards, is beneficial
In preserving access to care for patients.

Please contact me if you have questions or need any further assistance in this matter.
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